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ANNUAL REPORT OF CHARLES A. WETMORE. 



To the Board of State Viticultural Commissioners: 

Gentlemen: I herewith submit a copy of an analytical review of 
the United States law affecting sweet wines, which I prepared as Chair- 
man of the Local Vine Growers' Committee of Livermore, and which 
has been transcribed at the request of your Executive Committee, to be 
forwarded to Mr. F. A. West, now in Washington. If this analysis of 
the law should meet with your approval, I suggest that it would be well 
to have it printed in pamphlet form for future reference. 

It is a matter of great interest to the wine makers of this State, and 
more particularly to the vine growers who sell their grapes and do not 
make wine, that the widest possible market for grapes should be created 
and that every legitimate method of making pure wines should be fos- 
tered and protected against arbitrary rules. In restricting the sweet 
wine law to pure sweet wines made from grapes crushed at the premises 
of the wine maker in the vineyard district, it was only intended to pre- 
vent the use of free spirits in the manufacture of bogus, imitation, or 
adulterated wines. The law was intended to benefit the grower of 
grapes; it was not intended- to set up any unusual or novel method of 
using grapes in making sweet wines. It is to the interest of the vine 
growers of California that such a construction of this law should be 
made as is necessary to permit eastern wine makers to make wines out 
of grapes only, and where it is impossible for them to obtain sufficient 
saccharine strength in one place, it is to be presumed that they will be 
permitted to obtain it in another, provided that the material used comes 
solely from the grape and is used in connection with legitimate fermen- 
tation of the grapes produced in the vicinity of the wine maker. 

We desire that the eastern wine makers may be permitted to use con- 
centrated or boiled grape juice from California whenever their necessi- 
ties require the same, and if such ruling is made by the department in 
Washington, the eastern wine maker will be enabled to use not only our 
concentrated musts, but also our pure brandies in making sweet wines 
out of eastern grapes, and our interests, as well as the interests of all 
vine growers, whether East or West, will be subserved by avoiding the 
necessity of resorting to adulteration or imitation. 

How can the market value of grapes be increased in California? 

The most important question for our people in California at the pres- 
ent time, is — how to provide a practical method of overcoming the 
unhealthy condition now prevailing in the market for wine grapes. 
We all know that deficiency of capital is the only cause of the present 
unsatisfactory condition of affairs. Through want of capital to develop 
and complete vineyard operations; to improve and perfect wines; and 
to hold the same subject to the normal demands of the market, our 
vine growers are compelled to sell their products at prices frequently 
less than the cost of production. 

Temporary relief could be obtained by reducing the amount of grapes 
which are converted into wine or offered for sale to wine makers. How 
to accomplish this has been a study of the last few years, and the neces- 
sity of the times has been partly met by the drying of wine grapes. 
This remedy is, however, practical only in certain places and at certain 
seasons. In addition to this remedy, there should be an increased pro- 
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" duction of brandy; for this purpose a large number of new distilleries in 
the hands of vine growers who have sufficient capital to handle grapes 
should be created; or what will answer the purpose better, for the preB- 
ent time, in all large vineyard districts there should be cooperative dis- 
tilleries established by those vine growers who have grapes to sell and 
who desire to get remunerative prices, as well as also the prospect of 
better profits in the future. 

It has been the habit, generally, of these vine growers to rely upon the 
resources of those relatively few, who have wineries established, to dis- 
pose of their grapes. The result of this reliance, however, has been 
disastrous to both parties concerned. Wine makers have been tempted 
to make more wine than their facilities or their capital would permit to 
be well done, and prices for grapes have necessarily fallen low. During 
the present year wine makers, who have suffered by purchasing more 
grapes in the past than they could properly manage, will be tempted 
to offer low prices for grapes hereafter, or refuse to purchase at all. 
Now, there is no good reason why vine growers who have grapes to sell 
should decline in future to take care of their own grapes. Generally 
they are found to be in better financial circumstances than those who 
have been buying grapes, and can, therefore, rely upon themselves with 
more safety than upon those who have helped them in the past. They 
owe it to themselves and to the wine makers to make an immediate 
effort to relieve the market through their own endeavors. 

In connection with the work of the vine growers in the valley where 
I live, I have had occasion to give some attention to this subject, and I 
desire now to report to you the plan which has been devised, in order 
that it may be copied as widely as possible, and without delay. 

Whatever is done for the relief of the market this year must be begun 
immediately. The plan is as follows: 

Let some man, or committee of men, having business qualifications, 
in each district, go immediately to those vine growers who have grapes 
to sell, and procure from them contracts promising to deliver a certain 
number of tons of grapes to a trustee, who shall be authorized to proceed 
for them to organize a company, the cost of which shall be paid for by 
the brandy which shall be distilled from the grapes contributed. Let 
us suppose that contracts amounting to two thousand tons of grapes, or 
more, have been procured in one locality. Let there be a nominal 
price fixed for these grapes, with a certain standard of sweetness, say 
$10 per ton for grapes with 22 per cent or more of sugar, the price 
to be reduced proportionately as the sugar shall fall under 22 per cent, 
but no variation in price for sugar contained above the standard. If 
variation in price should be fixed for grapes above the standard it would 
probably defeat the purpose of the organization by causing growers to 
refuse to pick early when required. 

Practical men will be free to say that grapes distilled and sold within 
six months after the vintage, will return an income of more than $10 
per ton, so that this figure for nominal prices is within reason. 

As soon as the grapes have been by these trustees fermented, distilled, 
and sold, the distillery buildings, cooperage, and other appurtenances 
which have been created in order to work this plan, may be then out of 
debt and transferred to the proposed company, and stock issued to 
those who furnished grapes in proportion to the nominal value as 
agreed. In this way an effective plant for distilling can be created and 
paid for within six months from the time of vintage, and there would 
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probably be also a profit out of which a dividend might be declared, or 
which might be better used in adding further facilities and cooperage, so 
that during the next year, if deemed advisable, a portion of the crops 
offered by the stockholders might be kept as wine without distilling. 

Now, as to the practical method of perfecting this plan in different 
localities: The trouble with the vine growers is that not many of them 
can pay assessments in cash, but nearly all of them could furnish 
from half to the entire amount of their crops in lieu of cash. Some 
might not be able to furnish more than half, reserving the other half 
for sale elsewhere to cover their current expenses. The trustee or 
trustees who undertake to carry out such a plan, after they have pro- 
cured valid contracts for the grapes, with authority to dispose of them as 
has been suggested, would find little difficulty in obtaining credit to create 
the necessary plant, with the assurance they could give that the product 
in brandy would be realized upon within six months; in fact, I know now 
that contracts with responsible parties could be procured for the sale of 
this brandy before the vintage, so that those who would be lending 
credit to these organizations would take no risks. 

Now, as to the probable cost of such an operation: Roughly esti- 
mated, $15,000 would be ample to secure land, construct cheap buildings 
for fermentation only, tanks for fermentation, together with an adjacent 
distillery of the most approved and effective pattern, capable of man- 
aging two thousand tons of grapes in one season. These two thousand 
tons of grapes would realize, when sold as brandy, within six months, 
not less than $20,000, so that there would be a surplus for management 
and expenses of operation. It is more than probable that there would 
be an income of at least $5,000 more, which could be used to increase the 
facilities of this winery and distillery for future use. Having obtained 
stock in this company, after the goods have been sold by the trustees, 
each stockholder would have an interest free of debt, which would be 
good collateral in case he needs money in his vineyard operations. 

By adopting this plan in many different districts, simultaneously, 
and by pushing it forward vigorously in time for the next vintage, the 
difficulties now besetting our vine growers would be practically over- 
come, and next year there would be an active demand for grapes at 
good prices. 

This plan, in effect, amounts to the capitalization of the surplus grape 
crop in such a manner that future crops can be profitably handled, and 
so that during the present year any surplus of wine may be disposed of 
by distillation. 

Unless something is done with energy by those citizens in the different 
districts who understand the importance of this question, and have 
business capacity to perfect such plans, as well as the confidence of the 
communities in which they live, there will be a serious depreciation this 
year in the price of grapes, which ought not to be permitted. Local 
action should take place through movements inaugurated by local banks 
and merchants, whose prosperity depends upon the success of the grape 
growers. These men should not wait for the growers to get together, 
but should immediately begin to organize such companies as have been 
proposed through trustees. 

Respectfully submitted. 

CHARLES A. WETMORE, 

San Francisco, June 8, 1891. Chief Executive Officer. 
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ANALYSIS OF PROVISIONS AND PURPOSES OF INTER- 
NAL REVENUE SECTIONS OF THE M'KINLEY TARIFF 
ACT, RELATING TO FORTIFICATION OF SWEET WINES. 



Section 42. That any producer of sweet wine, who is also a distiller, authorized to 
separate from fermented grape juice, under Internal Revenue laws, wine spirits, may 
use, free of tax, in the preparation of such sweet wines, under such regulations and after 
the filing of such notices and bonds, together with the keeping of such records and the 
rendition of such reports as to materials and products, as tne Commissioner of Internal 
Revenue, with the approval of the Secretary of the Treasurj', may prescribe, so much of 
such wine spirits so separated by him as may be necessary for the preservation of the 
saccharine matter contained therein. * * * 

This portion of Section 42 indicates one class of producers of sweet 
wine who are entitled to the benefits of the Act. The language indi- 
cates that it was the purpose of the law that sweet-wine makers, who 
are also distillers of grape brandy, shall enjoy the privilege, subject to 
departmental regulations, after compliance with official rules requiring 
such notices and bonds as the department may require. It indicates, 
also, that it was expected that the Government would demand the 
keeping of some form of records and the rendition of reports concerning 
materials and products. It is not to be presumed, however, that the 
department, in exercising its authority under this section, will demand 
any unnecessary act on the part of the producer, but rather that such 
regulations and demands shall be limited only to the necessary require- 
ments of the Government, in order to enable the purpose of the law to 
be fully attained without chance of fraud. Regulations for the purpose 
of obtaining information other than that to which the Government is 
entitled in its supervisory capacity, would be foreign to the purpose of 
the Act. 

* * * Provided, that the wine spirits so used free of tax shall not be in excess of the 
amount required to introduce into such sweet wines an alcoholic strength equal to four- 
teen per centum of the volume of such wines after such use; provided further, that such 
wine containing after such fortification more than twenty-four per centum of alcohol, as 
defined by section three thousand two hundred and forty-nine of the Revised Statutes, 
shall be forfeited to the United States. * * * 

These provisos indicate limitations proposed originally by sweet-wine 
producers, in order to indicate to the Government their good faith when 
making their petition for relief. It is plain, however, from the context, 
that figures contained in these provisos to measure limitations are purely 
arj)itrary, and might with wisdom have been more or less modified. 
Substantial compliance with these restrictions is all that the Govern- 
ment interest requires, and it is not to be presumed that slight errors 
innocently committed shall be the cause of severe punishment without 
previous opportunity having been given by the Government for correc- 
tion, where the same is practicable. For instance, it is not to be supposed 
that it was the intention of the Government to take advantage of any 
slight clerical error in computing alcoholic strength of a fortified wine 
by causing seizure to be made, when the error can be rectified before the 
goods are released from the supervision of the Government. This con- 
struction, therefore, would imply that cases might arise where wine once 
fortified might require to be blended with other wines, in order to 
reduce strength, accidentally too high, before final report is made. In 



practical wine making the most oartMul wine muker* »rt^ niHV?^?*{U'\ly 
dependent, more or less, upon jHX^rly eviuoHtixlx though skiUod hOn^r: 
errors in calculations may easily Ih> mavU\ and the tiOYernn\ont will 
surely provide for their reetitication. whenever it is |HV!»s\hU\ U^fi^^v p<\w 
ceeding to anv severe measure in the natun^ of a penalty. The ^v^trie- 
tions provided for in this law do not ixu^template penalty* exoopt in the 
case where fraud has been intendtnl* In this nnUter of internal revenue 
regulations the Grovernment is praetieallv the silent, though irrespi^n^ihle 
partner of the producer, authorixeil by law to insist upon its ritfht»<» hut 
not expected to bully its active partner, uinm whose energy and eapltal 
the business depends. This remark is only thnnvn in here as 8Uggt^Ntlve» 
because the right of the Government in such questions as this is too 
often considered the only one of importance. In the'attenipt to prevent 
fraud the honest man should not be subjected to ignominious treatment. 

* * * Provided further, that such uso of wino spirtts fliH^ fl'oiu (nx HhuU l»o rottt\iUM\ 
to the months of Aiigust, September, October, November, IHvoiuber, .Innunry. l'^ebra«i\v, 
March, and April of each year. The Commissioner of Internal Uovenue In iletenulntng 
the liability or any distiller of fermented grape Juice to MssosKntont uniltM* mnHlon lbm» 
thousand three hundred and nine of tlie Revised Statutes, is lUttboriMed U\ allow such 
distiller credit in his comv>utation for the wino spirits used by biu\ in preparing sw«m^ 
wine under the provisions of this section. 

The first portion of this proviso was, in the original draft of the law, 
limited to the months of August to Decombor, inoluHlv(^; i\w ad(lltl(»i\ai 
months were inserted to satisfy the demands of wine maki^rs oast of thn 
Rocky Mountains, who followed the practice of adding saiHiharhu^ matter 
to dry wines after perfect fermentation, and at a time whieh thnv (Miuhl 
choose at their pleasure, when they might need also to fortify with NplrltN, 
The wine makers of California can avail th(»inMolv(m (»f IIiIn Mxtniidnd 
period in some cases with advantage to theniHolvoH and thn (h)vernin<inti 
but inasmuch as the purpose of the law is clearly Indleatml by HiIn paN* 
sage, to extend the privileges of the Act to thoHo who am mMniNtoMMMl to 
practice fortification after the first of January and hnforn Mim (IrNt of 
May, it is to be presumed that, where practicable, the departnifint will 
construe this law for the benefit of such j)r()ducerH. 

Sec. 43. That the wine spirits montionod in s<M!tIon forty-two of iU\n A«t )m Mi^ prod 
net resulting from the distillation of fermented grapo Jui(Uf, find shitll Im UM lo Hi(<hMl«« 
the product commonly known as grape brandy. ♦ ♦ ♦ 

This portion of Section 43 plainly indicaten that It wan tlm inUtntlon 
of the Government to provide that thrj pure nwmi whi« to bn forlKlwl 
firee of tax under this law should b(5 rortified r>nly with purfi |/raj>M 
brandy; it is to be expected, therefore!, that the? duimrtrniint will rnaHM 
regulatfons to determine accurately what **|)Un5 graj;*? brarirly" i^ uttfU^r 
this section. The question may be ramui nn Uf whiitlM^r i\u^ tWniWlt^U^n 
of grapes fermented a second, third, or fourth tim«, with Utt^ aid of miiihr 
and water added, can be considen;<l graf^e; f;rafidy. 

♦ ♦ ♦ And the pure tw(:H wine whU:h uitty M? ftrriilUut ttft^ ofinM, nn ^fthfUU^ti )ti Mf^Ui 
section, is fermented vTti\f(; ]u\cm only, and nUnW rouif^Su Uh oiUttr nu^rnlhUft* ot HUi/ U)hfi 
whatever introducerl Urfore, at the iftna of, (ft HfU^r ft^.rwuitUiiViit, * * • 

This portion of Section 43 indicat^;^, without nuy ftrriMgiiity, ihfd ihh 
relief granted by this law in int^jod^jrl mtMy for ihffH^ ¥nift ftmkf^ wUtft 
out of grapeti and nei for ihfmt who rnak^? artlW/rittl r^fiuffffnufin or tt^Uti 
terated prodoeti, and meanc thin and rtoihiuf^ uuff^ ana tHfiMun I^^m; 
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it should not be construed to the disadvantage of any one making pure 
sweet wine from grapes by any methods recognized as legitimate among 
respectable wine makers in countries where grapes grow to perfection 
and not under protest of nature. This provision should also not be 
construed in any manner loosely or so as to defeat the plain object of the 
Act. In order to fully consider the scope of this provision of the law, 
it will be necessary to refer again to it when considering other sections 
and provisions. 

* * * And such sweet wine shaU contain not less than four per centum of saccharine 
matter, which saccharine strength may be determined by testing with Balling's sac- 
charometer or must scale such sweet wine after the evaporation of the spirits contained 
therein, and restoring the sample tested to original volume by addition of water. 

Here, again, is a purely arbitrary restriction inserted in the law, as 
is known by the department, at the request of the same producers who 
now ask for liberal construction of the provision. In construing the 
purpose of the provision it is hoped that the department will bear in 
mind the object that was intended to be obtained, and in all cases where 
such object is practically obtained that it will consider the law complied 
with. In asking the Government to fix this limitation at 4 per cent of 
sugar, the department should recognize that the sweet-wine makers of 
California were actually imposing upon themselves an injustice, but 
they did this in order to prevent the purpose of the law from being per- 
verted. There are many cases when legitimate * sweet-wine makers 
require to fortify wines which have not more than 1 or 2 per cent of 
sugar. This is true, especially with regard to sherries. Limitation at 
4 per cent was proposed in order to prevent producers of dry wines from 
fraudulently fortifying clarets and other similar wines under pretense 
that they were sweet, which may often happen in a slight degree. Such 
a fraud would only be practiced for the purpose of creating wines to 
suit an ignoble trade, the object of which is to add fortunes to retailers, 
and not producers, by giving them materials which will "stand" 
watering. To protect dry-wine producers the sweet wine interest was 
to some extent subordinated in this respect, and it was for this reason 
that our producers insisted upon having the privilege of fortifying sweet 
wine up to 24 per cent of alcoholic strength. This degree is not neces- 
sary in practical work; ordinary sherries are not fortified above 18 per 
cent, seldom above 20 per cent. The sherry-wine makers were told 
that under the law they could fortify their sweet sherries up to 24 per 
cent, and then after settling with the Government they could cut them 
down with dry sherries to 18 per cent, and not have their sherries 
sweeter than required by trade. 

The department should understand this little inside history in order 
to thoroughly comprehend how to deal with this restriction of 4 per 
cent. There is nothing in practical wine making which should indicate 
that 4 per cent should be the limit rather than 4^, or 3^, or 5, or 6 per 
cent. It is purely an arbitrary figure fixed for convenience. Therefore, 
in preparing this law, it was considered sufficiently accurate for the pur- 
pose intended to test the wines by the method indicated with the aid of 
Balling's scale, and it is not intended that there should be any hyper- 
critical discussion as to the accuracy of this determination, because, for 
practical purposes and for the interests of the Government, it is really 
immaterial whether the wine contains 3 per cent or 5 per cent, provided 
only it is sweet enough that the purpose of the law shall not be perverted. 
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All scientific discussions as to the accuracy of this method of determin- 
ing the sugar are out of place; what is in order is something simple and 
practical for the purpose intended. Let the wine be recognized as sweet 
wine, and distinguished as such from dry wine; that is all that the law 
contemplates. 

Slight technical inaccuracies are of no consequence either on behalf of 
the Government or of the producers in this connection. Substantial 
compliance with restrictions of this kind is all that the law requires. 
Producers should not be burdened with troublesome questions as to 
precise scientific accuracy. 

Sec. 44. That any person who shaU use wine spirits as defined by section forty-three 
of this Act, or other spirits on which the internal revenue tax has not been paid, other- 
wise than within the limitations set forth in section forty-three of this Act, and in 
accordance with the regulations made pursuant to this Act, shall be liable to a penalty 
of double the amount of the tax on the wine spirits or other spirits so unlawfully used. 
Whenever it is impracticable in any case to ascertain the quantity of wine spirits or 
other spirits that have been used in violation of this Act in mixtures with any wines, aU 
alcohol contained in such unlawful mixtures of wine with wine spirits or other spirits in 
•excess of ten per centum shall be held to be unlawfully used ; providedy however^ that if 
water has been added to such unlawful mixtures, either before, at the time of, or after 
such unlawful use of wine spirits or other spirits, aU the alcohol contained therein shall 
be considered to have been unlawfully used. In reference to alcoholic strength of wines 
and mixtures of wines with spirits in this Act, the measurement is intended to be 
according to volume and not according to weight. 

The provisions of Section 44 require no analysis or explanation of 
purpose. It is presumed, however, that the department will consider 
the penalties prescribed in this section as applicable only in cases where 

intentional fraud is shown. 

« 

Sec. 45. That under such regulations and official supervision and upon the execution 
of such entries, and the giving of such bonds, bills of lading, and other security as the 
Commissioner of Internal Revenue, with the approval of the Secretary of the Treasury, 
shall prescribe, any producer of pure sweet wine, as defined by this Act, may withdraw 
wine spirits from any 8i)ecial bonded, warehouse free of tax, in original packages, in any 
quantity not less than eighty wine gallons, and may use so much of the same as may dq 
required by him, under such regulations, and after the filing of such notices and bonds, 
and the keeping of such records, and the rendition of such reports as to the materials 
and products, and the disposition of the same, as the Commissioner of Internal Revenue, 
with the approval of the Secretary of the Treasury, shall prescribe, in fortifying the sweet 
"wine made by him, and for no other purpose, in accordance with the limitations and 
provisions as to uses, amount to be used, and the period for using the same, set forth in 
section forty-two of this Act. * * * 

The portion of Section 45 herein referred to requires little analysis; 
it shows, however, that the law contemplates a demand for the use of 
free grape spirits during the full period referred to in Section 42. 

* * * ' And the Commissioner of Internal Revenue, with the approval of the Secre- 
tary of the Treasury, is authorized, whenever he shall deem it necessary for the preven- 
tion of violations of this law, to prescribe that wine spirits withdrawn under this section 
shaU not be used to fortify wines except at a certain distance, prescribed by hin^^ from 
any distillerv, rectifying house, winery, or other establishment used for producing or 
storing distilled spirits, or for making or storing wines other than wines which are so 
fortified, and that in the building in which sucn fortification of wines is practiced no 
wines or spirits other than those permitted by his regulation shall be stored. * * * 

This provision was specially intended to cover isolated cases of appli- 
cation of this law, in regions east of the Rocky Mountains, for which 
the withdrawal from bond was provided. It was presumed that there 
might be cases difficult to supervise, and that in such case the Commis- 
sioner might need extraordinary powers to enable him to prevent fraud. 
By the strict words of this section and this portion of the section it ^UI 
be perceived that the power of the CominiBaioiveT \jO gotg?^^ ^Jc^fe's*^ ^<i^x\^.- 
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iar acts is limited to cases where brandy for fortification is withdrawn 
from the bonded warehouse, and does not apply in any case to wine 
makers who distill their brandy. Cases may arise, as, for instance, in 
some States where only one vineyard exists, or in some isolated region 
difficult of access, where the officers of the Government would find it 
difficult to visit the scene of operations often; in such cases it might be 
found necessary for the Government to adopt extraordinary rules to 
prevent fraud; all regulations, therefore, which presume the necessity 
of such storehouses or storerooms for the management of sweet wine 
should be considered in connection with this section only, and not in 
connection with distillers under Section 42. To make this clear, look 
particularly at the specific words of this section which say "that wine 
spirits withdrawn under this section," etc. 

* * * The use of wine spirits free of tax for the fortification of sweet wines under 
this Act shall be begun and completed at the vineyard of the wine grower where the 
grapes are crushed and the grape juice is expressed and fermented. * * * 

This limitation must necessarily be so construed as to harmonize not 
only with the purposes of the Act as a whole, but also with carefully 
specified details, such as those expressed in the first sentence of Section 
42, and also the first sentence of Section 45, which plainly indicate that 
no sweet-wine makers within the definition of the Act shall be excluded. 
It is necessary, however, to refer to the history of this law to explain 
the meaning of the word vineyard in this restriction. During the prog- 
ress of this law the word winery was written where the word vineyard 
now appears, until the time of its final passage, when the word vineyard 
was substituted without apparent reason; it is only just to remark that 
up to the time of this substitution the Government was fully posted as 
to all the demands and desires of the wine producers, at whose instance 
this law was passed; but from the time that this change was made no 
producer was consulted. The producers in California did not know that 
any change was contemplated until after the law was finally enacted. 
Nevertheless, they had repeatedly called upon their members of Con- 
gress to be informed whenever any change was proposed. This explana- 
tion, however, does not help the situation any, except as it may have 
a bearing upon the liberal construction of the terms used. In the begin- 
ning of Section 42, and also in the beginning of Section 45, it is plain 
that the Government intended to grant relief to " any producer of sweet 
wine " who otherwise fell within the purpose of the Act. 

With the exception of this one word vineyard^ there is no indication 
in the whole Act of restriction of privileges to the proprietors of vine- 
yards. In the sentence preceding the one containing the word under 
consideration, the word winery is used, and it is plain that it was the 
intention of Congress to refer to wineries where pure sweet wines are 
made, rather than to vineyards alone. A brief review of the actual 
condition of sweet-wine making on the Pacific Coast would show that it 
would be absurd to suppose the Congress of the United States intended 
by this law to discriminate between the wineries where pure, sweet wines 
are made upon vineyards only, and wineries where similar pure wines 
are made, though situated for convenient reasons along the lines of rail- 
way, where the grapes of vine growers are purchased. It is a fact that 
two thirds of all the sweet wines of California are made at wineries 
from grapes grown in vineyards not controlled by such wineries; to pre- 
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vent such wineries from benefiting by this Act, would be, in effect, to 
give a monopoly to those other wine makers who do not make, and have 
not the facilities to make, more than one third the market supply. It 
would be also absurd to suppose that the many thousands of vine 
growers in California would have petitioned and consented to the enact- 
ment of a law diminishing the number of those to whom they could 
sell grapes. The strict construction of this sentence would in many 
districts prevent all competition until new wineries are created, and 
would destroy the value of many valuable plants now created. It la 
neither in the interest of the Government nor in the interest of the 
grape grower that this word vineyard should be construed strictly; only 
those interested in creating a monopoly could possibly gain any advan- 
tage from such construction. 

This statement is made forcibly in order that the department may 
thoroughly understand the grievance that may be caused by a neces- 
sarily strict construction, and not for the purpose of giving oS'ense to 
those who do not fully appreciate this point. There is at this juncture 
a chance for a divergence of opinion. It is undoubtedly intended by 
this Act that its measures of relief should be only to aotual producers. 
The provisions of the law plainly indicate that it was intended to 
exclude those who were only or mainly dealers, and not producers. It 
is easy enough, therefore, to devise a method of construing this word 
vineyard in harmony with the whole Act; in fact, to define it as though 
iX was written winery and not vineyard. The law, however, must be 
taken as it reads, and inasmuch as the word vineyard has been- substi- 
tuted for winery, (^uery : Are not those wineries which have been located 
for convenience along the lines of railway, but within vineyard districts, 
and also immediately connected with the management and control of 
vineyards in their vicinity — are not such wineries parts of the vine- 
yard intended by the terms of this Act? I have presumed, in behalf of 
the committee which I represent, that the winery situated in another 
Dounty, or in some large city or town, considerably remote from any 
direct connection with any vineyard, shall not be benefited by this Act. 
We have, however, in every vineyard district in this State, a great num- 
ber of wineries located along the lines of railroad and In towns where 
labor is available, which are immediately connected in interest with 
vineyards in their vicinity, whether it he a question of one, two, or more 
miles distant; in the case of such vineyards or wineries, the depart- 
ment should construe the law as it was intended, for the benefit of " any 
producers of sweet wine." 

It would be, of course, absurd to argue that a winery situated in San 
Francisco, connected with the vineyards in Santa Clara County, should 
be considered integral parts of a vineyard within the meaning of this 
Act; it is therefore only necessary, in order to harmonize these provisions, 
that the department shall declare under what circumstances a winery 
not surrounded by a practical vineyard shall be declared to be an integral 
part of a vineyard in that vicinity, bo as to permit the proprietors to 
enjoy the benefits of this Act. If the department should be induced to 
take a more strict view of this situation, it would be necessary to con- 
clude that Congress intended by tiiis important word vineyard to destroy 
the practical value of a large number of legitimate wineries and to 
create necessarily an uncalled for monopoly. I can cite a most notable 
case in point, viz. : that of the Gallegos Winery, at Irvvn.%^i\,\», feAaxos&a. 
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County, California. Here is an instance of a large estate, having many 
hundred acres of vines and much unoccupied land; the winery for this 
estate is located at the railroad station for convenience of annual crops 
and transportation; the immediate adjoining lands have been segre- 
gated and sold for community purposes, so that the winery, as I under- 
stand it, has become detached from the main vineyard. Now, this 
particular winery is not only one of the great prides of California, but 
would be admired anywhere in the world. It has cost a great sum of 
money, and it would practically ruin the company to reduce its useful- 
ness. If it should be decided that because this winery is not imme- 
diately surrounded by the vines which supply it with means for activity, 
a vast injustice would be done. The Government would suffer as well 
as the industry, and no one would be benefited. Similar cases exist all 
over the State. Wine makers who have established themselves at 
available points for the purchase of grapes, who have not contemplated 
this contingency, can easily connect themselves with the actual vine- 
yards which supply their grapes, by legitimate contracts or leases, or 
purchases of lands, and the substantial intent of the law will be pro- 
vided for. It will not be necessary, in making this liberal construction 
of the word vineyard so as to conform with the plain intent of other 
sections of this Act, to open loop-holes for the diversion of its benefits 
by construing the winery located in one county, in the midst of a large 
city, to be connected as a part of a vineyard in another county. It will 
be easy enough to define, within practical limits, the connection between 
winery and vineyard, so as to make this law practical and just. 

* * * Such use to be under the immediate supervision of an officer of Internal 
Revenue, who shall make returns describing the kinds and qualities of wines so forti- 
fied, and shall affix such stamps and seals to the packages containing such wines as may 
be prescribed by the Commissioner of Internal Revenue, with the approval of the Secre- 
tary of the Treasury. * * * 

Within the intent and meaning of this law, the provision now quoted 
should be transposed so as to follow the connection of the succeeding 
and terminal part of this section, relating to the time within which 
wines fortified under this Act shall be held subject to inspection and 
for accounting with the Government. The supervision provided for, as 
well as also the stamps and seals, cannot properly be construed except 
after proper construction of the purposes of the succeeding lines relating 
to period for inspection and accounting. Therefore, I pass on to these 
lines and will discuss both together. 

* * * And the Commissioner of Internal Revenue shall provide by regulations the 
time within which wines so fortified with the wine spirits so withdrawn may be subject 
to inspection, and for accounting for the use of such wine spirits, and for re-warehousing, 
or for payment of the tax on any portion of such wine spirits which remain not used in 
fortifying pure sweet wines. 

The most important feature in this bill is contained in these lines, 
and it is because this has been overlooked or misunderstood that most 
of the confusion under the operation of the law up to the present time has 
been occasioned. The clause under consideration now, provides in fact 
for a bonding period variable in length, according to circumstances, dur- 
ing which period the goods affected are under the surveillance of the Gov- 
ernment. In every case of application for the privilege provided for in 
this law, there should be determined a period during which the inspec- 
tion shall be exercised, and all questions of accounting shall be adjusted. 



— 13 — 

Having properly construed this clause, it becomes plain what is intended 
by the use of stamps and seals provided for in the preceding lines. In 
some cases there will be demand only for one single act of fortification, 
which can be concluded in a single day, after which the Government 
has no further interest in the matter, except to hold the goods under 
inspection until the final accounting for the use of free spirits has been 
accomplished. In such cases the minimum time of inspection only will 
be required, and to this the producer will be entitled. The maximum 
period for the time of supervision and accounting should be granted to 
those whose work, in preparing for market use their sweet wines, neces- 
sarily extend over various repeated operations for a considerable length 
of time. Now, having determined the time within which the supervisory 
control of the Grovernment shall last, it is easy to understand what 
kind of supervision is intended by the preceding lines, and why stamps 
and seals are provided for, as well as also the time during which the 
use of such stamps shall be enforced by the Government. 

It is not to be presumed that the Government has intended by this law 
to interfere, in any way, with any legitimately secret or practical meth- 
ods of conducting private business, so long as the Government is satisfied 
that nothing but pure sweet wines, as defined by the Act, are subject to 
the privileges of this law. No ofiicer of the law should, in any wise, be 
permitted to exercise any further inquisitorial powers. Producers who 
have succeeded in pleasing the public by reason of superior skill, either 
by selection of varieties of grapes, choice of location from which they 
are procured, etc., should not be subject to restriction, hinderance, or 
inquisition on the part of a subordinate revenue ofiicer, who may be 
neither qualified to advise nor honest enough to respect the legitimate 
secrets of private business. 

What, then, does the Government need? Certainly it is not intended 
by this supervision to pry into the private business of producers under 
any pretended plea that the Government rights are in danger. Tlie 
Government fears, what? That the producer will put in more spirits 
in his sweet wine than the law provides? It is possible that some con- 
tingency might arise when such an act might be profitable, but it is 
scarcely conceivable under present conditions of sweet-wine making and 
the market prices of spirits and wines. 

It takes an average of four and a half gallons of wine to make a 
gallon of brandy. In making sweet wine it is not to be presumed that 
the producer will, in his own interest, seek to condense any larger por- 
tion of his wine into the form of spirits than necessity compels him to 
do. There are very few cases where any producer could use more brandy 
than the law provides for in fortifying sweet wine with profit. A good 
way, therefore, for the Government to pursue in making regulations to 
prevent fraud would be to first investigate what kinds of frauds are 
likely to exist and be profitable, for I have never heard of any one in 
practical business pursuing fraudulent measures for any other business 
than to reap profit. The pure cussedness of human nature, which is a 
characteristic more of children, low politicians, and cranks, cuts very 
little figure in economic public questions; therefore, the Government 
need not be alarmed for fear that more than the quantity of spirits 
allowed by the law in making pure sweet wines will be used in those 
districts where grapes are plentiful and where sweet- wine production is 
normal. 
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Regulation under this law should be made to have local significance. 
It would be unfair to the normal sweet-wine production of California to 
apply the same cautious restrictions and supervisions that might be 
necessary in Ohio, Missouri, or in New York, where there is no such 
thing as normal sweet-wine making; therefore, we have the right to ask 
the Government to recognize, by regulations, the characteristic distinc- 
tion between different large districts of our country, and to relieve us in 
California from certain inquisitorial regulations, which might be suit- 
able for other communities. Further discussion on this point is out of 
place in this analysis of the law and its purposes. 

The supervision required under this Act is not intended to be paternal 
to the production of wines, but simply watchful on the part of the Gov- 
ernment. The local officer immediately in contact with the vine grower 
is not supposed to be capable of deciding disputes and controlling the 
final accounting provided for in the succeeding lines. Such a conclu- 
sion as would otherwise be drawn would produce boundless confusion. 
The supervisory officer provided for herein is witness to acts done by 
the wine maker and the agent of the Government to prevent tampering 
with the evidence. . It is the wine maker who will make the wine under 
this Act, and not the agent of the Government; it is the Government's 
witness who will testify as to the facts in case of disputes; and it is a 
superior officer to whom final accounting is made, and before whom dis- 
putes are argued when necessity requires it; and it is because such dis- 
putes are possible that in this law provision is made: 

First — For stamps and seals to identify packages during the period of 
possible controversy, and for the time within which such possible dis- 
putes shall be decided. No stamps or seals should be used in any man- 
ner so as to interfere with the practical work of the wine maker. It is 
a duty of the Government to find its own means of self-protection with- 
out in any way injuring the producer. 

Second — For reports based upon the supervision required under the 
law as to the acts of the wine maker, supported by the evidence secured 
by the stamps and seals. If there is to be a possible delinquency, there 
must be detained by the Government the goods delinquent; therefore, 
the necessity for identification of packages by stamps and seals; but 
this identification should not be obtained at the cost of the producer, 
but at the cost of the Government. 

Third — The decision of the District Internal Revenue Collector on final 
accounting between the producer and the Government. It is presumed 
that the local officer has fixed the time for inspection sufficiently long 
to enable the Government to decide any disputes that may arise. Hav- 
ing decided these possible disputes, and having given official receipts on 
final accounting, the producer becomes once more a free American citi- 
zen. His goods are free from stamps and seals and supervisions. 

Now, having reviewed the three practical acts of the Government 
done in its own interest and in the interest of the producer, viz.: (1) 
fixing the period for inspection, which might be termed bonding; (2) 
seals and stamps to identify goods under inspection; (3) official 
accounting with the local District Collector; it is claimed, however, 
that some complication may arise whereby a modification of the period 
for inspection and accounting must be contemplated. Suppose, for 
instance, a grower, having done what he thinks he is entitled to do under 
the law, without intending to defraud, has been carried before the Dis- 
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trict Collector by the supervisory officer, and the decision being unfa- 
vorable to the producer, the grower appeals to the department in 
Washington. In such a case, the producer demanding further time 
should grant the Government further time in holding his goods, and 
for the purpose of appeal, he should be allowed to ask for an extension 
of the time of inspection and accounting, and consequently an exten- 
sion of time for the surveillance by the Government. The time for set- 
tlement should be subject to amendment or extension of time, in case a 
producer demands it, in order to protect himself against adverse rulings. 
Assume, however, that after final accounting and the release of the 
goods which have been held under supervision, the Government dis- 
covers some evidence to indicate that it has been defrauded. In such a 
case the Governnje^^ 4^#^d pfoce^ against-tthe bondsmen and not 



against the goods; jBotp^t words,* the Government qjiould not become 
the cause of disorde^ft 'trade througli its own negiige^^e and incom- 
petency; further than this the Government should limit the time dur- 
ing which the bonds shall be subject to enforcement, and this limitatioii 
should be as short as possible. No private citizen should be required to 
guarantee the Government against incompetency of public officers for 
any longer time than is absolutely required for practical purposes. 

The other provisions relating to sweet wines and fortifications, con- 
tained in Sections 46, 47, 48, and 49, are not necessarily included within 
the purposes of this analysis. To discuss them now would be confusing 
to the main issue. 

CHARLES A. WETMORE, 

Chief Executive Officer. 
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